Introduction
Financial reporting is an externally oriented segment of accounting information system dealing with presentation of financial statements and related information to different users. It arose as a response to information needs of users (Stefanović, 1993 ) and adapts to continuous changes in those needs. During the 20th century, financial reporting has evolved from a relatively simple practice primarily aimed at small groups of industrialists and financiers to a complex process important for many members of modern industrial society (Baker, Walage, 2000) . The adaption of financial reporting to the changes in business environment during EP 2017 (64) 1 (113-128) Vladimir Obradović, Nemanja Karapavlović the last decades has included introduction of new types of financial statements and changes in guidelines (rules, principles) for recognition and measurement of financial statements positions (Škarić-Jovanović, 2016).
One of the major recent changes in financial reporting of many companies in the Republic of Serbia is the imposition of obligation to present the amount and components of net comprehensive income. This obligation is a consequence of changes in International Accounting Standard 1: Presentation of Financial Statements. For the first time, the annual sets of financial statements of many entities (companies) in the Republic of Serbia for 2014 incorporate the Statement of other comprehensive income, beginning with net income, as reported in the Income statement, with addition of components of other comprehensive income in order to compute net comprehensive income. Although net comprehensive income is a relatively new concept, its foundations were set earlier, with the introduction of positions arising from non-owner transactions and events that are directly included in owners' equity but that are not part of net income (Obradović, Karapavlović, 2015) . The occurrence of net comprehensive income denoted a departure from traditional approach in determining income based on focusing on revenues and expenses, and a reorientation to the approach based on focusing on assets and liabilities (Wilson, 2007) . Net comprehensive income, as a new performance measure, broader than traditional net income, includes all the changes in owners' equity resulting from non-owner transactions and events.
The subject of research in this paper is the practices of financial reporting on net comprehensive income of companies in the food and beverage sector in the Republic of Serbia. The aim of the research is to examine whether, in the case of companies in this sector, changes in the way of presentation of income, in terms of introducing the new concept and components of income, has brought significant information for users of financial statements in comparison to the previously reported information. In order to examine the extent of the abovementioned changes, we analyze the relationship between net income and net comprehensive income with the intention to identify whether they are significantly different or not. In addition, we examine volatility over time of net income and net comprehensive income in order to come to the conclusion which one of them is more volatile, i.e., which one of them is subject to greater fluctuations over time.
With regard to the assumption that net comprehensive income is introduced to be a new performance measure with different informational value than the traditional net income, we formulated the research hypotheses as follows:
There is no correlation between net income and net comprehensive income.
H 2 : There is statistically significant difference between net income and net comprehensive income.
There is statistically significant difference between the return of equity computed by using net income as numerator and the return on equity computed by using net comprehensive income as numerator.
H 4 : Net comprehensive income is more volatile in time than net income.
The rest of the paper is structured in four sections. In the first section, we explain the research sample and methodology. In the second section, we discuss the origin, foundations and importance of comprehensive income. In addition, we present the results of previous empirical research. In the third section, we present the research results. In the final section, we present our conclusions.
Research sample and methodology
The research encompasses 132 companies in the Republic of Serbia that belong to the food and beverage sector. The analysis is based on the financial statements for 2014, which are available at the internet site of The Serbian Business Registers Agency (http://www.apr.gov. rs). The collected data is processed by using the IBM SPSS Statistics software package and Microsoft Excel. Financial statements for 2014 are of special importance, because of the fact that those financial statements are the first annual statements in which entities in the Republic of Serbia present the total as well as the components of net comprehensive income. In addition to data for 2014, the analyzed financial statements contain comparative data for the year before (2013), which is in accordance with IFRS. Sample structure is shown in Table 1 .
In order to test the research hypotheses, we have used the next statistic techniques: descriptive statistics, dispersion measures and Wilcoxon Signed Ranks as a non-parametric alternative to paired-sample t-test. We have used confidence level (α) of 0.05 and 0.01 to determine statistical significance. (Rees, Shane, 2012) . IAS 1 defines comprehensive income in the substantially same manner as SFAC 3. According to IAS 1, entities can choose between presenting (a) a single statement of comprehensive income displaying net income (profit or loss) and components of other comprehensive income, or (b) two statements -the statement of net income (profit or loss) and the statement of comprehensive income beginning with net income (profit or loss) and displaying components of other comprehensive income. The version of IAS 1 applicable before the aforementioned changes, like the U.S. SFAS 130, allowed the components of other comprehensive income to be displayed within statement of changes in owners' equity. However, that option was removed in 2007, with a consequence in a clearer separation of owner and non-owner changes in equity (Deloitte Touche Tohmatsu, 2007). The same option was also removed from the U.S. Generally Accepted Accounting Principles (GAAP) (Eaton, Easterday, Rhodes, 2013). The consensus on two identical options for displaying comprehensive income is one of many steps towards the convergence between IFRS and the U.S. GAAP (Henry, 2011) .
The specified definition of comprehensive income is based on equity (net assets) as a category of the statement of financial position (balance sheet). This indicates that the statement of financial position takes precedence over the income statement (profit or loss statement), which was the primary financial statement in the periods of domination of historical cost accounting. The concept of comprehensive income is based on the premise that recognition and measurement of assets and liabilities are the key financial reporting issues, and that comprehensive income can be understood as a total of realised trade transactions and value changes (Walton, 2011) .
Comprehensive income in net amount, i.e, after taxation, is a sum of (1) net income (profit or loss), reflecting the amount after deducting income tax, and (2) net other comprehensive income, i.e., other comprehensive income after tax on other comprehensive income. Net income, in general, is a measure of management efficiency in procurement of inputs, transforming inputs into outputs and selling outputs to consumers. Net income shows "the amount of value added in a business cycle beginning with the procurement of production factors and ending with the sale of products to customers. This value added (income) is the basis for assessing performance of management in the realization of the business plan" (Škarić-Jovanović, 2010, 106). Net income is a sum of operating income, financial income and other income, less income tax. Net income calculated in accordance with current IFRS, as opposed to net income in earlier periods, includes the effects of changes in fair value (gains or losses) of the items of statement of financial position, such as investment property, biological assets, and financial assets and liabilities held for trading (except the changes in fair value of liabilities held for trading resulting from changes in credit risk, which are components of other comprehensive income -Melville, 2011). Regardless of the fact that changes in fair value of those assets and liabilities are not realised in current period, they are expected to be confirmed in the market in the short term. The inclusion of such unrealised items in net income is justified by the fact that ability of managers to make gains on changes in value of certain assets and liabilities could be useful for the assessment of managers' efficiency, in addition to their performance in core activities and performance in goods and services markets. Expected gain from the changes in value of the mentioned items is exactly one of the key reasons for their holding. Some assets (e.g., non-investment property, plant and equipment) are purchased to be used, so changes in their values are of secondary importance for the assessment of managers' efficiency.
Net other comprehensive income reflects the changes in owners' equity during a period arising from non-owner transactions (transactions other than contributions by and distributions to owners) that are directly included in owners' equity and that do not affect net income. It includes changes in the value of assets and liabilities that are not held because of expected value changes. Changes in revaluation surplus related to property, plant, equipment and intangible assets, remeasurements of defined benefit plans, and gains or losses arising from translating financial statements of a foreign operation are some examples of components of other comprehensive income. Components of other comprehensive income can be divided into (a) those that can be subsequently (in future periods) included in net income, and (b) those that cannot be subsequently included in net income. Subsequent inclusion of components of other comprehensive income into net income, frequently referred to as "reclassification" (Needles, Powers, 2013) , occurs in a moment of disposition of corresponding assets or settlement or transfer of liabilities, when gains or losses become realised. The reclassification EP 2017 (64) 1 (113-128) Vladimir Obradović, Nemanja Karapavlović is necessary in order to "avoid double counting items in comprehensive income that also appear in net income and that have been included in comprehensive income in a previous period" (Munter, 1997) .
Net comprehensive income is more complete performance measure than net income, because it better reflects economic events during an accounting period. However, the International Accounting Standards Board (IASB) still recognizes the importance of net income and is committed to maintaining its importance (Gazzola, Amelio, 2014) . The IASB considers net income and net comprehensive income as complementary performance measures and, therefore, does not intend to replace net income with net comprehensive income (Hoogervorst, 2012b) . According to IFRS, net income is still the basis for computation of earnings per share, and no change is anticipated (Lurie, Shuv, 2010) . Le Manh-Béna (2010) stresses that preparers and users of financial statements still prefer traditional concept of net income and do not perceive a need to redefine that concept.
Smith (2010, 99) argues that comprehensive income is a product of "a more comprehensive calculation of gains earned by business during a reporting period". Choi, Zang (2006) and Choi, Das, Zang (2007) point out that comprehensive income is useful in predicting changes in net income of the next period. Hoogervorst (2012a) stresses that it is important for investors to know which gains or losses, even those that are still not realised, exist in the balance sheet. However, Maines, McDaniel (2000) point out that investors may be confused because they do not always know which of the two performance measures (net income or net comprehensive income) is more appropriate in specific circumstances. Botzem (2012) argues that reporting of comprehensive income leads to a decrease in importance of operating activities for assessing a company's performance in comparison to value changes. The completeness of comprehensive income is considered its main advantage, while including unrealized gains is considered its main disadvantage. However, as stated above, net income may also include unrealized gains leading to an unreasonable increase in managers' fees and dividends. Unrealised gains should not be ignored because they can be dangerous to a company's financial health (Hoogervorst, 2014) . Reither, Smith (1996) argue that the introduction of the concept of comprehensive income did not lead to presentation of some new information, in the sense that the information that were available before is only presented in another manner thus becoming more transparent and accessible to financial statements users. Eaton, Easterday, Rhodes (2013) generally support this attitude. Starting from the objective of financial reporting, Keating (1999) firmly supports comprehensive income, arguing that the emphasis on comprehensive income is of great importance for making investment and credit decisions, because the existence of unrealized gains is an indicator of stability as a motivating factor in decision making process. The same author also highlights that comprehensive income facilitates prediction of a company's future cash flows, since unrealized components of comprehensive income could be realised in future periods.
Škarić-Jovanović (2010) argues that, if a significant portion of assets and liabilities is measured at fair value, net assets will be significantly more volatile from period to period in comparison to net assets under the concept of historical cost, because of changes in market prices (fair values). It implies that comprehensive income is expected to be more volatile in time than net income. Volatility resulting from changes in market prices and subjectivity in measuring fair values are the main arguments of advocates of the concept of historical cost against fair value, while supporters of fair value consider volatility as a correct reflection of economic reality (Hoogervorst, 2015) . Bradbury (2016) stresses that more pronounced volatility of components of other comprehensive income than net income is one of the reasons why comprehensive income should not be presented in a single performance report, although IFRS allow such a presentation.
Previous empirical research on comprehensive income
Zülch and Pronobis (2010) note that, in most studies on comprehensive income, it is compared with net income in terms of relevance for predicting stock prices. The results of such studies are different, but more studies emphasize the superiority of net income. The research of previously mentioned authors, which observed companies included in the main index of the German stock exchange (HDAX) from 1998 to 2007, shows that comprehensive income is not superior to net income in predicting company performance. Tsuji (2013) observe financial statements of companies from the primary listing of the Tokyo Stock Exchange and finds that comprehensive income is not superior to other forms of income and cash flows for predicting future return on equity. Cheng, Cheung, Gopalakrishnan (1993) find that the informative value of operating income (as a layer of net income) and net income are significantly higher than the informative value of comprehensive income. Dhaliwal, Subramanyam, Trezevant (1999) and Mechelli, Cimini (2014) do not find that comprehensive income is more relevant than net income. On the other hand, Gazzola, Amelio (2014), on the basis of the analysis of the consolidated financial statements of companies listed on the primary market of the Czech stock exchange from 2010 to 2012, conclude that comprehensive income has the informative value and that it provides additional information for assessing financial performance. The research of Yousefi Nejad, Embong, Ahmad (2014), conducted on a sample of 764 companies listed on the primary market of the Malaysian stock exchange from 2011 to 2013, shows that components of other comprehensive income are related to share prices. Kanagaretnam, Mathieu, Shehata (2009) find that comprehensive income is more tightly related to share prices and returns than net income. However, Smith, Tse (1998) and Păşcan (2014) find that net income is more tightly related to share prices, and thus with market value of companies, than comprehensive income.
On the basis of the analysis of 90 companies in the period from 1996 to 1998, Ketz (1999) concludes that net income and comprehensive income do not differ significantly in general. The same author notes that the research neither confirms nor rejects the claims (1) that comprehensive income is relevant to users of financial statements and (2) that it is reasonable to include the statement on comprehensive income into a set of regular financial statements. Ngmenipuo (2015) and Păşcan (2014) 
Research results
The analysis reveals that the changes in revaluation surplus and gains or losses on financial instruments available for sale are the most frequent components of other comprehensive income in the observed companies. These components can be found in the Statement of other comprehensive income of 28 (21.21%) and 24 (18.18%) companies, respectively. Actuarial gains or losses on defined employee benefit plans are present in 14 companies (10.61%). Gains and losses on investments in equity instruments are present in only one company, and the same is the case with gains or losses on instruments of cash flow hedge. The rest three components provided in the official form of the Statement of other comprehensive income (share in other comprehensive income of associates, gains or losses on translation of financial statements of foreign operations, and gains or losses on hedges of net investments in foreign operations) are not present in any of the observed companies.
The observed companies have one component of other comprehensive income on average, and none of the companies has more than three components. In the case of 15 companies (11.36%), there is the position of tax on comprehensive income, while remaining companies do not have that position, which means that their gross comprehensive income and net comprehensive income are equal. In the case of 80 observed companies (60.61%), there are no components of other comprehensive income, which means that net comprehensive income is equal to net income.
In the case of 25 observed companies (18.94%), net other comprehensive income is negative (loss), which means that net comprehensive income is less than net income. In the case of 27 companies (20.45%), net other comprehensive income is positive (profit), which means that net comprehensive income is higher than net income. In four cases (3.03%), net income and net comprehensive income have the opposite sign -in three cases net comprehensive income has a positive value and net income has a negative value, while in one case the situation is quite opposite. In 113 cases (85.61%), net other comprehensive income is in the range from -10% to +10% of the absolute value of net income.
In order to test the first research hypothesis, we have conducted a correlation analysis. The results presented in Table 2 . indicate that there is a very strong, positive and statistically significant (p = 0.000) correlation between net income and net comprehensive income, which means that we should reject the first hypothesis. A more detailed analysis based on segmenting the sample according to the company size shows that the correlation between net income and net comprehensive income is the strongest for large companies (0.997; p = 0.000) and it is also very strong for medium-sized companies (0.956; p = 0.000). In both cases, the correlation is positive. However, the correlation is medium and negative for small companies (-0.467; p = 0.005). Because of very small number of micro companies in our sample, the results of analyses for companies of this size cannot be considered representative. The analysis based on segmenting the sample according to the company legal form shows that the correlation between net income and net comprehensive income is stronger for limited liability companies (0.994; p = 0.000) than for stock companies (0.968; p = 0.000). The results of the correlation analysis for companies of other legal forms are not sufficiently representative or such analysis cannot be performed because of small number of those companies in the sample.
In order to determine whether parametric test is applicable for examining the second research hypothesis, we perform normality tests for both net income and net comprehensive income. The results of those tests are shown in Table 3 . Since the sample is higher than 50 (n = 132), we rely to the statistical significance of KolmogorovSmirnov tests, which is less than 0.05 in both cases. We conclude that both net income and net comprehensive income are not normally distributed. Therefore, we use the nonparametric Wilcoxon Signed Ranks Test, the results of which are shown in Table 4 . The abovementioned test, in fact, examines whether the inclusion of components of other comprehensive income significantly change performance measure. As the significance of Wilcoxon Signed Ranks is higher than 0.05, we conclude that there is no statistically significant difference between net comprehensive income and net income. It means that we should reject the second hypothesis. The measure of effect size r of 0.099 denotes a small difference between net comprehensive income and net income according to Cohen's criteria (Pallant, 2011) . The difference is also not statistically significant in all mentioned sample segments (small, medium-sized and large companies; limited liability and stock companies).
In order to test the third research hypothesis, two indicators of return on equity (ROE) are computed for each sample company -ROE NI and ROE NCI . ROE NI is computed by dividing net income with average owners' equity, while ROE NCI is computed by dividing net comprehensive income with average owners' equity. Normality tests ( Table 5 .) show that empirical distributions of both ROE NI and ROE NCI do not approximate to normal, which means that parametric test are not eligible. Therefore, we use non-parametric Wilcoxon Signed Ranks Test. The significance of this test ( Table 6 .) is higher than 0.05, which means that there is no statistically significant difference between ROE NCI and ROE NI . Therefore, the third hypothesis should be rejected. The measure of effect size r of 0.035 denotes a small difference between the indicators. The difference is not statistically significant in all the observed sample segments. The results of statistical tests used for examining the first three hypotheses indicate that, in general, net income as a traditional performance measure and net comprehensive income as a new performance measure do not differ significantly in the case of companies in the food and beverage sector in the Republic of Serbia. However, it does not mean that the difference is not significant in all the observed companies. In that regard, the extreme case is the company in the sample whose net loss of 5,520 RSD transforms into net comprehensive profit of 338,561 RSD after including components of other comprehensive income and deducting tax on comprehensive income.
In order to test the fourth research hypothesis, we have firstly computed changes in both net income and net comprehensive income for each sample company as differences between the amounts in 2014 and 2013. Then, we have computed standard deviations and variances of those changes. As Table 7 shows, standard deviation and variance of net comprehensive income are higher than standard deviation and variance of net income, which means that net comprehensive income is more volatile than net income. The results show that we should not reject our fourth hypothesis. 
Conclusion
The research in this paper reveals that, in the case of companies in the food and beverage sector in the Republic of Serbia, there is a high positive correlation between net income and net comprehensive income, and that the difference between net income and net comprehensive income is not considerably significant. It can be concluded that components of net other comprehensive income do not make net comprehensive income substantially different from net income. About 60% of companies in the sample do not have any component of net other comprehensive income, which means that net income and net comprehensive income of those companies are equal. This suggests that companies in the food and beverage sector in the Republic of Serbia mainly do not revaluate their items of intangible assets, property, plant and equipment, i.e., that they usually measure the aforementioned items of assets by using historical cost model. The observed companies, on average, have one component of other comprehensive income, and none of them has more than three components. Changes in EP 2017 (64) 1 (113-128) Vladimir Obradović, Nemanja Karapavlović revaluation surplus and gains/losses on financial instruments available for sale are the most frequent components of other comprehensive income. In addition, there is no statistically significant difference between the return on equity calculated by using net income as numerator and the return on equity calculated by using net comprehensive income as numerator. The foregoing indicates that, in general, there have been no significant changes in performance measurement in the food and beverage sector in the Republic of Serbia, because net comprehensive income as a new performance measure is not significantly different from net income as the traditional, but still available, performance measure. However, in individual cases, net comprehensive income may be very different from net income. The research results also show that net comprehensive income is more volatile in time than net income, which is in line with the expectations in the theory and the results of previous empirical studies. Since net comprehensive income is more volatile than net income and since the two performance measures can differ significantly in some cases, users of financial statements of companies in the food and beverage sector in the Republic of Serbia should take into account both performance measures when assessing past performance and predicting future performance.
